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The Rt. Hon. P. H. MACMILLAN, K.C, Me. A. 
C. CLAUSON, K.C, Me. BRUCE THOMAS, and 
Mr. ALFRED TYLOR (instructed by the Solicitors 
of the Amalgamated Railway Companies) appeared 
for the Railway Companies. 

Mr. F. B.‘ MERRIMAN, K.C, Me. F. G. 
THOMAS, K.C, and Mr. JACQUES ABADY (in- 
structed by Messrs. Vizard, Oldham, Crowders, and 
Cash) appeared for the Traders’ Co-ordinating' Com- 
mittee (including the Mining Association of Great 
Britain) ; for the National Association of Railway 
Travellers ; for the following local authorities : The 

Boroughs of Leeds, Cardiff, Oldham, St. Helens, West 
Ham, East Ham, Gravesend, Richmond, Dartford, 
Southport, Watford, Leamington Spa, Morecambe, 



and Rothesay; and for the Urban District Councils 
of Mitcham, Heston and Isleworth, Teddington, Wal- 
lington, Surbiton, Harrow-on-the-Hill, Prestwich, 
Epsom, Carshalton, Barnet, Hampton, Bexley Heath, 
and Staines. 

The Hon. STAFFORD CRIPPS appeared for the 
London County Council. 

Mr. CYRIL HURCOMB, C.B, C.B.E, appeared 
for the Ministry of Transport. 

Mr. HERBERT MORRISON appeared for the 
Joint Council of the Trade Union Congress and the 
Labour Party; and for the London Labour Party. 

Mr. J. H. WORRALL appeared for the National 
Anti-Profiteering Society. 



Robert Lovell Drage, sworn. 
Examined by Mr. Merriman. 



5946. You are Secretary, are you not, of the 
Traders’ Co-ordinating Committee? — Yes. 

5947. I think you have attended all the meetings of 
that Committee connected with the subjects we are 
now discussing, and also the meetings that were held 
with the representatives of the Railway Comjrany in 
order to bring about this settlement? — Yes. 

5948. First of all, before any settlement was 
actually negotiated, did you find it necessary to ask 
for a certain amount of additional information about 
the items which, were the subject of the claim ? — Yes, 
we did. We asked for detailed analyses of several 
of the figures. 

5949. Did you get those analyses supplied to you ? 
— Yes, we got all the information we asked for in 
detail, and the company also provided us with certain 
additional information which they thought would 
help to illustrate the points and the calculations 
which had been made. 

5950. Was it with the original information and the 
additional information before you that you 
approached this question of a settlement? — It was. 

5951. Tell us, in your own words, why you thought 
it was desirable, if possible, that this matter should 
be dealt with broadly and not as a matter of detail? 
• — Well, in considering this question, my Committee 
had come to the conclusion that, having regard to the 
limited scope of the provision to Section 58 (1) under 
which this claim is made, and also having regard to 
the comparatively small sums involved, it was 
desirable, we thought, in the interest of all parties, 
that a settlement should be arrived at if passible. 
My Committee considered not merely this claim in a 
water-tight compartment by itself, if I may put it 



in that way, hut they considered the claim in relation 
to the whole of the standard revenue question under 
Section 58 (1). We also, of course, had in mind the 
desirability of wasting no time over elaborate and 
very extensive investigations of detailed figures. We 
realised that might be necessary in certain cases, but 
we endeavoured to satisfy ourselves on a number of 
those items that the calculations were reasonable 
calculations, and that the economies claimed were 
fair, having regard to the general effect of the 
section. 

5952. "With regard to the actual negotiation of the 
settlement itself, did you first of all, from your point 
of view, take into account such items as appeared to 
you definitely to be questionable in principle ? — Yes, 
we did. 

5953. And amongst those items were there included, 
first of all, the one which was mentioned yesterday, 
the Great Western Railway item, in connection with 
the cancellation of capital schemes ? — Yes. The three 
Great Western items that were referred to yesterday 
were, of course, the first things to which our atten- 
tion was drawn. They rather stood out from the 
claim. We had them very well in mind. 

5954. They were not overlooked, as appeared to he 
suggested yesterday, by some of the cross-examina- 
tion ? — By no means. 

5955. And does the same observation apply to the 
item of £64,000 in the Southern Railway Company’s 
claim ? — Yes, it does. 

5956. That is the item under stores, materials and 
so forth ? Did you first of all take into account the 
maximum allowance which could be made under the 
section? — Yes. We took into account the fact that 
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the amount of 33J per cent, mentioned in the proviso 
is the maximum allowance which the Tribunal can 
give. 

5957. Did you at first suggest a considerably lower 
percentage of allowance? — 'We did. 

59-58. What was it that induced you to recede from 
that attitude? — The very important consideration, 
or the consideration which appeared to us very 
important, arising out of the footnote to those claims 
as lodged. We discussed that question with the com- 
panies, and we were satisfied that substantial savings 
were already being effected, and could well be the 
subject of a further claim before fixation. We were 
also pressed by Die fact that the economies which 
would be covered by such a further claim were 
economies in connection with the construction and 
repair of rolling stock, economies in train working, 
which is the very kind of thing that appeared to be 
contemplated by the proviso. The companies were 
quite admittedly in a difficulty as to quantifying 
those savings at the moment, but we were quite 
satisfied that, if not now, at any rate before fixation, 
they would be quite able to quantify those savings, 
and that they would amount to a considerable amount 
compared with the claims already lodged, and that 
weighed with us a good deal, and we had to take that 
into account. 

5959. You gave effect to that by conceding so far 
as you were concerned the principle that they should 
receive the maximum allowance in order to cover 
these matters? — As the discussion went we finally 
arrived at the proposition that in order to dispose 
once and for all of any further claim either in con- 

Cross-examined by 

5964. Would you tell us wliether in negotiating 
with the Companies you have gone on the basis, in 
the settlement that you have agreed, that the 
economies on which the figure is now based are 
economies which have already been effected by the 
Companies. Are you satisfied that they have already 
been effected up to the date of settlement? — I am 
satisfied that the Companies have aready effected 
economies which amount, broadly speaking, to the 
sum upon which the allowance is to be made, namely, 
the £1,200,000. 

5965. That they have already been effected prior 
to the settlement which you came to with them? — I 
do not know that the settlement implies that. The 
settlement, of course, as I am sure you will appre- 
ciate, does take into account the economies, which 
are not specified in detail, some of which may 
have already been effected, the remainder of which 
will, we are satisfied, he effected before fixation. I 
hope I have made it clear. It is rather necessary to 
be careful about it. 

5966. It is based upon a detailed examination 
of the specific items upon which the economies have 
been made? — I think “ yes” is a fair answer to that, 
if I might make this qualification. As I explained a 
short time ago we asked for detailed analysis of 
•several of the items which we took as typical items 
in the claims. The Companies provided us with a 
very full analysis of these items, . and of certain 
others. That is not quite the same thing as saying, 
as I am sure you appreciate, that we come, so to 
speak, and certify that we examined every item in 
the claim. The problem before ns was, are ive going 
into a detailed examination of every item in this 
claim which will take weeks and months, and will 
be a serious consideration, or can we, on the other 
band, apart from general questions arising in the 
section, take a number of typical items, examine 
them in detail, and so satisfy ourselves that the 
claim is a reasonable one. It is the latter course 
that we took. 

5967. So you cannot vouch on tire items submitted 
by the Railway Companies in respect of economies 



nection with rolling stock or train working or any- 
thing else which the Companies could make under 
this footnote we would stick to the original sum 
which we had arrived at at that stage, but that we 
would increase the allowance from the first per- 
centage we had suggested up to the 33J per cent. 

5960. I think there is just one other fact which 
has not yet been mentioned. I think when you 
put forward your views about the various items, 
such as the three Great Western items ancl the 
Southern Railway items which you thought were 
obviously open to attack, you had stipulated for a 
reduction of at least £200,000 to cover those items ? — 
That- was the first proposal we made to cover those 
and other items. 

5961. Items of that sort which you thought were 
obviously open to attack? — Some we thought were 
obviously open to attack, others were questionable 
but might have proved to be perfectly sound. 

5962. Eventually, as a matter of fact, although 
you conceded the question of the percentage, you did 
in fact get rather more than £200,000 allowed, 
£240,000 odd to be accurate? — Yes, as it came out 
in the end in the course of agreeing to the 33J per 
cent, we got a little bit more than the original 
£200,000, just to round off the figures. 

5963. Speaking generally, are you satisfied that 
the interests of the traders, at any rate, have been 
fairly and adequately met by this settlement? — Yes, 
I am. 

President : Do you want to ask any question, Mr. 
Morrison p 

Mr. Morrison : Yes. 

Mr. Morrisox. 

for the accuracy of each of those claims? — I cannot 
vouch for the accuracy of each of them. 

5968. You can only say those you have tested you 
are satisfied with? — They are perfectly sound. 

5969. There has been a reduction of between 
£200,000 and £250,000 in the gross claims of the 
Companies under economies? — That is so. 

5970. Are those reductions made in respect of any 
specific items, or is it a general average for all 
reduction ? — There you have asked me a rather diffi- 
cult question, and I want to answer it quite accu- 
rately. The figure of £200,000 as a deduction was 
put forward by us taking into account the items 
which I have mentioned and other items which we 
regarded as being open to question. I am not going 
tc, say our £200,000 was a scientifically calculated 
figure, but it was as correct an estimate as we could 
make of the items which we thought might be 
reduced if the matter were fought out by a long legal 
process. It was an estimate of the amounts we 
thought ought to be knocked out. 

5971. It was a composition; it is a settlement of 
a dispute by general agreement. There is a deduction 
of the figure, and in consideration of that deduction 
you have agreed to admit the legitimacy of the 
companies’ claims ? — I am glad you have asked me 
that question, because I think I can clear up the 
point upon that. The settlement is obviously a 
broad commercial settlement. It follows from that 
that whilst we on our side do not admit that any 
item in the claim is valid and is fixed as such, of. 
course the company on tlieir part would not admit 
that any item has been decided to be invalid, and 
therefore to be cast out of the claim. It is a broad 
commercial settlement, and I think it follows from 
that. 

5972. There is some relation, is there not, between 
the £200,000 in the reduction of the gross claims of 
the companies and the admission on your part of a 
maximum allowance of 33-J per cent, on the other 
hand, or is it the case that the reduction in the 
claims of the companies is made because you were 
satisfied that the companies over claimed, or is it 
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a reduction conceded by the companies in considera- 
tion of the fact that on your side you agree that 
they shall have the [maximum deduction, that is to 
say, 33] per cent. P — The settlement was arrived at 
by two stages, as I explained, which you can separate 
for the purposes of explanation and description, but 
I do not think it would be fair or reasonable to 
take each of those parts separately and say, for 
example, the £200,000 is to be treated as having been 
knocked off the companies’ claims as quite apart from 
the 33] per cent. It was considered in that kind of 
way, and the discussion took that form, but I do not 
think it is quite fair to say categorically the £200,000 
is a deduction in respect of items which we considered 
to be invalid and ought to be taken out of the claim 
and that the full rate of the 33] per cent, allowance 
is in respect of a further claim which the companies 
would have been in a position to make. The dis- 
cussion took that form, but I am sure you will agree 
that it is not really accurate to treat both those two 
things in water-tight compartments. The settlement 
was arrived at as a commercial settlement, having 
those things in mind. 

1 resident : Ylr. Morrison, I am afraid you were 
not able to be here at all the proceedings yesterday, 
but if you have yesterday’s proceedings before you 
I should like to call your attention to one or two of 
the answers, because they seem to cover questions 
which you have been asking of this witness. You 
will see Mr. Kurr was called on behalf of the London 
& North Eastern Railway, and he was asked this 
question at Question 5995 : “ (Q.) Are you able to 
tell the Court whether the economies represented by 

that statement have in fact been effected? (A.) Yes, 

they have in fact been effected already.” Then they 
called Mr. Clower for the London, Midland & Scottish 
Railway and I asked Mr. Clower : ( Q .) Are these 

effected realised savings ” and the answer was 
“ Yes.” That is at Question 5870. Then they also 
called Mr. Milne from the Great Western Railway 
Company and he was asked: “ (Q.) They are 

economies that have been already effected? — 
(A.) Yes,” and Mr. Howie gave confirmatory 
evidence on the part of the Southern Railway. 1 
do not want to trouble you with the matter, but l 
thought as you were not here you might like to 
have your attention called to those answers because 
they , to some extent, cover the questions which you 
were very properly asking of this witness. 

Cross-Examined 

5973. The learned member of the Tribunal who has 
just put his view is one which I should have put to 
you in any event. You have been enabled to empanel 
all the profesional skill that is necesary to meet the 
Railway Companies on their own footing? — We think 
we have been enabled to empanel sufficient skill and 
learning on the subject. 

5974. You have employed skilled labourers to dig 
thoroughly into these figures? — I do not know how 
far they would thank you for calling them labourers. 

5975. Accountants? — Y T es, certainly. 

5970. lo put it bluntly, you have put accountants 
on to this subject of economies? — Y’es. 

5977. And 1 take it we are examining you only on 
the question of economies and not generally? — I 
understand that 1 am giving evidence in regard to the 
claim made by the Railway Companies under the 
proviso to Section 58 (1) of the Railways Act. 

5978. 1 ( b ) and (c)? — Under the proviso to Section 
58 (I) of the Railways Act, 1901, and that proviso 
only. 

5979. Then I can ask you this : Y’ou m the course 
of a roving commission over all the figures have been 
able to effect very considerable reductions as traders ? 

Quite. Y 7 ou are now asking me a general question 
which I shall be glad to answer if it is of an;, 
assistance. 

5980. Yes, it is a question? — -I think we have. 

5981. You honestly think that? — Yes. 



Mr. Momson : I am much obliged to you, Sir. 

Mr. J epson : Mr. Morrison, you are not in any 
sense objecting to this settlement which lias been 
arrived at between the Co-ordinating Committee and 
the Railway Companies, 1 suppose? 

Mr. Morrison- : 1 would not like to commit myself 
on that point at the moment. What I have been 
endeavouring to satisfy myself about in the questions 
1 have put. to Mr. Drage is whether the provisions of 
the proviso to Section 58 (1) have been complied with. 
1 am bound to say that I am not quite satisfied that 
they have. 

Ah'. J epson : That is to say, that every item has 
not been minutely examined to see that it was 
properly included and 1 the economy lias been really 
effected. I may tell you, without saying a word to 
my colleagues, what does appeal to me is this, and 
it is a thing YU. Drage has called attention to 
in the box, that the railway companies by this settle- 
ment winch is proposed' to us now between the parties 
have closed the door to any further claim for econo- 
mies. If the evidence which was given yesterday can 
be taken as serious, of course it can only have been 
a matter of estimate, larger economies, or, at any 
rate, as great economies when they are quantified 
might he claimed after the 24th June up to the date 
of fixation than have already been claimed for in the 
claims which are before us. 

Air. Alorrison : I am obliged to you, Sir. 

Air. J epson : That does personally weigh with me 
very considerably and wipes away any questions of 
doufbt that I might have had on some of the items 
comprised in the claims before us. I only want to put 
that before you so that you may, if you have not 
already done so, see whether some consideration should 
not be given by you to that fact. 

Air. Morrison: I am much obliged to you, Sir. I 
appreciate that point which is a material point. 

Pi esident : In your absence we have been trying 
to keep your point of view before us as much as 
possible,. tout when you are present and aible to assist 
us we shall toe always glad. 

Air. Morrison : I am very much obliged to you, Sir,* 
tout you will appreciate the difficult position I am in. 

I am very anxious to be here as often as I can. 

President : I am sure you are. Wo are only trying 
to help you as much as we can. 

by Mr. Worrall. 

5982. You do not in any way impeach the integrity 
of the Railway Companies? — No. 

5983. They are not biassed in any way. 

_ President : What do you mean. Naturally each 
side tries to do the best they can for themselves. 

Mr. Worrall : Quite. 

President: You are trying to do the best you can 
for yourself. 

5984. Air. Worrall: Yes. (To the Witness) : 1 am 
trying to put to you that all professional skill lias 
been brought to bear upon it from the Railway Com- 
panies’ point of view? — I think so. 

6985. Are you sure?— -When you say “ all pro- 
fessional skill ” I am not sure that every accountant 
in London has been turned on to the matter. 

5986. The Railway Companies have unlimited funds 
to employ unlimited and the very best talent to bring 
to 'bear upon their figures. I am putting to you 
whether you have been able do the same?— It would 
ill become me to compare the talent with which 
we are fortunate enough to be supported with that 
employed by tho Railway Companies, but we have 
employed such talent upon this matter as we have 
been able to. 

5987. Taking the point of view of reduction, what 
reductions do you thing through the employment of 
your Society was made?— -Are you 'asking me on this 
proviso or is this another general question. 
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oJ88. Let us deal with R.T. 4. Take pages 398 to the claim on the economies. That is Section 58 

400, I think that has been very much in evidence. (1) (c), is it not? 

Oan you paint to any figures with regard to which President : No, it is not. 

you have been able to bring about deductions com- Mr. Worrall : It is general, is it not? 

mensurate to the skill which has been employed? President: No; read the Act. It is the proviso 

President : The table you are referring to has to Section 58. 
nothing to do with economies at all. 5989. Mr. Worrall: On the proviso you have been 

Mr. Worrall : No, but Mr. Drag© admits he is able to effect a very considerable saving? — That is 
called on the general question. on e effect of the settlement. 

1 resident : He is called on this question of 5990. You consider that is the effect of the settle- 
economies. ment? — That is one effect of the settlement. 

Mr. Worrall : If you rule that, Sir. Mr. Locket : The agreement speaks for itself. 

1 resident: 1 do. Mr. Worrall: That this £’200,000 is really all that 

Mr. Worrall: I hen on the question of economies we can get in your opinion? — In my opinion it is a 

you have been able to bring about a reduction in fair and reasonable settlement. 

Re-examined by Mr. Mebeihan. 



5991. We cannot allow that last statement to go 
on the note unchallenged. It is not only £200,000. 
Lt is £240,000 plus the future claims as indicated in 
the footnote? — That is so. 

5992. Whatever they may amount to? — Yes, that 
is so. 

Mr. M erriman : Having regard to the evidence 

which Mr. Drage has just given I do not propose, 
unless there is any point on which the Tribunal 
wishes to hear me, to gild refined gold. I am pre- 
pared to leave our case on the settlement on what 
Mr. Drage has already told us. 

President : Does anybody else wish to give evi- 
dence or address the Court on the question of 
economies ? 

Mr. Stafford Gripps : I do not wish, Sir, to deal 
with the question of these figures at all, although it 
is rather an awkward position for my clients In con- 
stantly having these figures settled and presented 
without any knowledge of what is going on and not 
being asked to take any part in the settlement. Yet 
they are most anxious to do everything they can to 
expedite matters, and therefore they would not 
dream of challenging the figures as put forward. 
Rut what they do wish to challenge, and challenge 
^ery seriously, is the legal aspect of this agreement. 

It is quite clear from Avhat Mr. Boothroyd said that 
this agreement has not got the support of the legal 
advisers specifically of the Railway Companies. I 
put the question to him on purpose to ascertain 
whether it was put forward with the full support of 
the legal advisers on the legal points. It is merely, 
as it were, a commercial agreement, and it has 
assumed a certain interpretation of the Act and that 
interpretation of the Act is not put forward by the 
Railway Companies with the full force of their legal 
advisers as having ’been considered by them. It 
simply appears upon the interpretation which in the 
course of the commercial agreement came to be put 
upon the Act, quite naturally. 

My submission will be that if one reads Sections 
58 and 59 and if one considers the general purposes 
of the Act itself, two things will appear perfectly 
clearly; first of all that this sum of £400,000 cannot 
possibly form an additional standard revenue. That 
is really the more important of the two points, be- 
cause you will realise, Sir, that once this sum is 
fixed as part of the standard revenue it is there for 
ever. It can never be taken out. The other point 
is that in my submission this is not the proper time 
'to deal with this item of economies, because it means 
severing the consideration of these economies from 
other economies which will have to be considered 
afterwards according to the Act, and if you have a 
lump sum settlement such as the present with no 
allocation between, the different items of economies or 
the different times when those economies have taken 
place it will make it impossible when the Tribunal 
come to deal with the other aspect of economies to 
find out what they have already done. May I put 
it in this way : let us assume for the moment that 
the working expenses for a year have been fixed 
having regard to the working expenses of 1923. As 
a matter of fact if one considers the figures which 



have been put in already by the Railway Companies 
it is quite obvious that some such basis has been 
taken. I do not say they arc the figures of 19213, of 
course. Those figures were many of them prut i n 
■before the 1924 accounts were published,- so it can- 
not be a question of their having been based on 1924 
figures. 

Now these economies admittedly cover all econo- 
mies up to the date of fixation, that is to say, they 
include other economies beyond what are in the 
accounts for the year. Those economies cannot be 
in the accounts for a year, because as the witnesses 
have already told us they are unascertained, but 
many of them will if they ascertained before the 
fixation. As regards those economies the traders 
are entitled to a full allowance for them all, and the 
Tribunal will have to determine what allowance off 
working expenses they are going to make to the 
traders for those economies. That is the time I sug- 
gest when the proper allowance for these economies 
which are suggested here falls to be determined by 
the Tribunal. If it is done in that way it is a per- 
fectly simple sum and it is a perfectly simple 
method of doing it which does not involve any 
addition to the Standard Revenue. 

May I just draw your attention to the wording 
of the section again, because I think it is necessary 
to look rather carefully at the exact wording of Sec- 
tions 58 and 59 in order to find where the proviso 
really fits into the scheme. I think it is a perfectly 
consistent and logical scheme of fixing this sum of 
money. Eventually of course the whole object of 
these sections is to fix the charges and there is no 
other object in the section except that, and all the 
questions of fixation of Standard Revenue and so on 
are merely incidents in the path along which you 
have to travel in order to arrive at your ultimate 
goal of fixing the charges. The first thing I draw to 
your attention under Section 58 (1) is that it is of 
course not a permanent fixation of charges at all; 
it is only a fixation in the first instance and it is 
subsequently, after the fixation in the first instance, 
that its place is taken by Section 59 ; for all future 
purposes. “ The charges to be fixed in the first in- 
stance for each amalgamated company shall be such 
as will, together with the other sources of revenue, 
in the opinion of the Rates Tribunal, so far as prac- 
ticable yield, with efficient and economical working 
and management.” It is quite clear therefore that 
the Tribunal have to consider at some stage the effect 
of “ efficient and economical working and manage- 
ment.” That is the stage when the Tribunal will, 
in my submission, properly consider these specific 
economics for which the railway companies are to 
get some allowance. 

The figure to be arrived at in the fixation of the 
charges, is an annual net revenue and of course that 
implies, and must imply, arriving at a gross figure 
and deducting from the gross figures the working 
expenses and thereby arriving at the net figure which 
is to equal together with other sources of revenue 
the Standard Revenue of the amalgamated railway 
company. 
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President : It is to equal the sum defined in the 
Act 

Mr. Stafford Cripps : The sum defined in the Act 
as the Standard Revenue. 

President : “ An annual net revenue (hereinafter 
referred to as the Standard Revenue) equivalent to 
the aggregate net revenues.’’ 

Mr. Stafford Cripps : I may have put it in a wrong 
way, but my intention was to say that the sum re- 
ferred to as the Standard Revenue is the sum which 
the charges must meet. 

President : It has to be equivalent to the sum fixed 
in the Act. 

Mr. Stafford Cripps : The Standard Revenue is to 
be equivalent. 

President : Yes. 

Mr. Stafford Cripps : But the charges are to meet 
the Standard Revenue which is to be equivalent to 
the sum fixed. 

President : Yes, that is right. 

Mr. Stafford Cripps : I quite agree, if I may say 
so. Of course the “ efficient and economical work- 
ing ” there referred to is the efficient and economical 
working of the amalgamated undertaking. 

President : Quite. 

Mr. Stafford Cripps : It is not the efficient and 
economical working of each individual company and 
therefore it takes into account the whole of the 
economies of amalgamation. 

President : As a matter of fact, I suppose we have 
to consider what those charges will yield in the future 
with efficient and economical working? 

Mr. Stafford Cripps : I quite agree, Sir, and in 
taking them into account one has, of course, to take 
into account such evidence as was given yesterday, 
that by reason of the amalgamation alone, apart 
from other things, there are some very large economies 
to be effected. 

President : As at present advised, those are the 
economies which the Court would take into considera- 
tion, the whole of them. 

Mr. Stafford Cripps : 1 am much obliged, Sir, be- 
cause that saves me from dwelling on that point any 
further. The Standard Revenue has to be equivalent 
to a sum which is made up of the 1913 revenue (a) 
(6) and (c). When one looks at the Act there is, in 
my submission, no suggestion that the proviso in fact 
forms an item (d). That, of course, is the contention 
put forward on this agreement, that the Standard 
Revenue is not the 1913 revenue plus (a) (b) and (c), 
but that it is the 1913 revenue plus (a) (b) and (c) 
and what comes under the proviso. 

In my submission there could not be a less bad 
way of adding a further item to Standard Revenue 
tlian by putting in such a proviso as there is here. 
If you look at the actual wording of the proviso itself 
you will see that it is altered and quite different, to 
the wording of Section 58 (1) “ Provided that, in de- 
termining the sum which charges will . . . yield ” — 
that, I submit, fixes the time at which the proviso is 
to operate in the determinations of the Tribunal. It 
is to operate when they are determining the sum 
which the charges will yield, not when they are deter- 
mining the Standard Revenue. It is, as it were, the 
other side of the balance-sheet. You have determined 
your Standard Revenue on this side, and then you 
come to determine on this side what the charges will 
yield, and it is in that use of the determination that 
whatever the proviso lays down has to be done by 
the Tribunal. 

President : But if we were to act under Section 58 
alone in determining what they would yield we should 
be determining the net annual revenue. 

Mr. Stafford Cripps: With submission not. The 
Tribunal would be determining whether the charges 
would yield a sum equal to the annual — - — 

President : That is the annual net revenue. 

Mr. Stafford Cripps : I quite agree, if I may say so. 

President : Which is the standard. 



ill?'. Stafford Cripps : But although the actual sum 
in figures may be the same, the operation through 
which the Tribunal is going is entirely different. 

President : What sums are you alluding to for the 
moment? We shall be apparently under Section 58 
trying to find out the charges to be fixed in the first 
instance for each amalgamated company such as will, 
together with the other sources of revenue, in the 
opinion of the Rates Tribunal, as far as practicable, 
yield with efficient and economical working and 
management and annual net revenue, hereinafter 
referred to as the Standard Revenue. Well, when 
we are engaged in the determination, as far as I 
can make out, we are to call in aid, or to take into 
consideration, the proviso. It says: provided that, 
in determining the sum which the charges will, with 
efficient and economical working and management, 
yield, the Tribunal shall . . . take into considera- 
tion the economies effected.” Therefore, the proviso 
seems to interpose at a moment when we are- con- 
sidering what the charges with economical working 
and management will yield as the matter of the 
annual net revenue or Standard Revenue the con- 
sideration of this matter which is mentioned in the 
proviso. 

Mr. Stafford Cripps : With submission I think there 
is a distinction between the proviso and the first part 
of Section 58 (1). 

President : Obviously, but I am following your 
argument as far as I can. I thought you said it was 
when we were determining that matter that we must 
take up the matter of the proviso. That is so by 
Statute, is it not? 

Mr. Stafford Cripps : I agree, Sir, but it is a diffi- 
cult thing to express, because you are determining 
the sum in two ways. 

President : No. While we are engaged in deter- 
mining under the first part of the section we are to 
take into consideration the allowance in the proviso. 

Mr. Stafford Cripps: With submission, Sir, if I 
may try to put it again.. The first thing under Sec- 
tion 58 (1) that the Tribunal determine, and have 
determined, is the Standard Revenue, and that is a 
sum which is calculated by the addition together 

President : No, the Standard Revenue is tlfe 

annual net revenue which is equivalent to the sum of 
those things. 

Mr. Stafford Cripps : I quite agree, Sir; that is the 
wording of the Act. 

President : You must follow the wording of the Act. 

Mr. Stafford Cripps : What I am trying at the 
moment to do is to follow the operation through 
which the Tribunal is going in order to carry out the 
Act. 

President : Quite. 

Mr. Stafford Crypps: I was putting it in the term 
Standard Revenue because that is the term which 
has been used in all the operations the Tribunal has 
so fair gone through. I quite agree it may be the 
right term to use, but what the Tribunal have so far 
been doing in order to arrive at a Standard Revenue 
is they have been adding together a series of items. 

President : No, not to arrive at the Standard 

Revenue, but to arrive at the sunn to which the 
Standard Revenue must be equivalent. 

Mr. Stafford Cripps: I agree, under the Act, but 
what I am trying to put is what the Tribunal has 
been doing as expressed. 

President : As far as I am concerned, that is what 
I have been doing at the present time, to find the 
sum to which the Standard Revenue must he 
equivalent. 

Mr. Stafford Cripps : Then let me put it in that 
way, Sir. I do not think it will affect my argument 
whether I take it in that way or the other way. 
When you are finding the annual net revenue you 
add together certain sums to which that sum is to be 
equivalent. 

President : I have already said what we are doing. 

Mr. Stafford Cnpps : And those sums consist of net 
sums which the owners of the railways are entitled 



% 






MINUTES OF EVIDENCE. 



465 



26 May, 1926.] Robert Lovell Dhage. [ Continued . 



to have as remuneration for tlieir interest in the rail- 
ways. They are not sums -which will be yielded by 
charges. 

President : No, it is the net annual revenue which 
will be yielded by the charges. 

Mr. Stafford Cripps : It is the net annual revenue 
which the charges have to yield, and when the matter 
of the fixation of the charges comes to be determined, 
when any figure for coal is being fixed at a penny a 
ton mile, or whatever it may be, the Tribunal have to 
enquire how much a penny per ton mile will yield. 

President : When they are engaged on that then 
comes the proviso. 

Mr. Stafford Cripps : I quite agree, Sir, and it is 
not until they are engaged on that process of deter- 
mining what the actual charge itself will yield that 
the proviso comes to be considered. 

President : I do not think it matters in point of 
time when you do it. 

Mr. Locket-. Is that so, Mr. Cripps? I should 
have thought that if that was correct the proviso 
would have read more in these terms — provided that 
in determining the charges which will produce the 
sum. It seems to me that the time for considering 
economies is when we are determining the sum, and 
that is surely the present time. 

Mr. Stafford Cripps : If you would read the words 
which are left out after the word “ will,” “ with 
efficient and economical working in management 
yield,” how can the Tribunal, when they are deter- 
mining the annual net revenue, or the sum to which 
the annual net revenue is to be equivalent, go into 
the question of working expenses? Quite obviously 
they have to determine the sum which the ohaa'ges 
will, with efficient and economical working and 
management, yield. That consideration of efficient 
and economical management cannot be undertaken 
by the Tribunal a.t this stage when they have no 
working expenses at all before them. 

President : But is it not a different enquiry 

altogether. You see, we shall be then determining 
what they will yield in the future. At the time when 
we are engaged in considering what they will yield 
in the future the proviso comes in and says : When 
you are on that stage you must make an allowance for 
economies which have been made in the past. The 
economies that are possible in the future will be open 
to consideration ; but here the Act saj's when you are 
engaged in that enquiry as to what they will yield 
with efficient and economical working, what they will 
yield in the future, then the proviso comes in and 
says : You must make an allowance for economies 
effected in the past. They are two different things. 

Mr. Stafford Cripps : With great submission, Sir, 
there is no limitation at all in the proviso with regard 
to anything which has happened in the past. 

President: Yes, “ already undertaken ” up to the 
time when you are determining the question of what 
they will yield. 

Mr. Stafford Cripps: The steps have been already 
undertaken, not the economies already effected. 

President : “ Take into consideration the economies 
effected by such steps already taken,” that is, before 
the fixation point arrives, up to that time. 

Mr. Stafford Cripps : I quite agree that it is up to 
the time of fixation, but, of course, you must bear in 
mind that the present figures before you are not up 
to the time of fixation, and . also the figures for the 
working expenses for “ A ” year must of necessity 
be based on the experience before the date of 
fixation . 

President : Assuming that it is so, we shall then 
be considering^ whether those expenses are the right 
expenses to attach to those charges which we have 
called into being ; but that will not affect the question 
of the allowance which the companies have received 
for what has been done in the past. 

Mr. Stafford Cripps : It seems to me, with sub- 
mission, that the words “in determining the sum 
which charges will, with efficient and economic work- 
ing and management, yield,” can only refer to the 



time when the Tribunal are determining, in view of 
the working expenses and other matters, what the 
charges will yield in the future. 

President : I have not said anything to the con- 
trary. 

Mr. Stafford Cripps : And that is the time per- 
fectly clearly 'by the proviso, and not till then, that 
the Tribunal are to take into consideration this 
question of economies due to amalgamation. 
President: What difference does it make? 

Mr. Stafford Cripps : It makes the very serious 
difference as to whether the traders are for all time 
saddled with £400,000 which they have to give the 
railway companies as a bonus, because of amalgama- 
tion, or whether it is merely a sum which they have 
to meet up to the next fixation of charges. 

President : But is not the whole scheme of the Act. 
as far as we can conceive, to give the railways a 
share in any savings that are made. As soon as the 
Standard Revenue is in working order and these 
subsequent reviews take place, then what you may 
call the savings or economies are divided between 
the railways and the traders in the proportion of 
one-fifth to the railway and four-fifths to the 
Traders in reduction of rates. It is obvious from 
the Act that that is so after the standard has been 
fixed and the scheme by the Act is in working order. 
That is to be permanent. 

Mr. Stafford Cripps : I quite agree. 

President : If is to be an addition to the Standard 
Revenue. 

Mr. Stafford Cripps : I quite agree. 

President : Now there is a period to he dealt with 
before that comes into being, and the Act shows how 
that is dealt with. It wants to encourage the rail- 
ways to make these savings, and, therefore, instead 
of giving them one-fifth it gives them one-third. 
But if your argument was right, that that one-third 
was only temporary, what inducement would there he 
to make any economies at all, because then they have 
only to wait and get their permanent one-fifth. The 
whole point of the Act is that the one-third should 
be permanent. 

Mr. Stafford Cripps : With great submission I 

think that that is entirely contrary to the words of 
the proviso, because the words of the proviso are not 
“ with a view to encouraging the railways to effect 
economies.” The whole point of the proviso is with 
a view to encouraging the taking of early steps for 
effecting economies. 

President : Quite. 

Mr. Stafford Cripps : It does not sugg^t that 
because the railway companies effect economics at 
any stage they are to get a permanent benefit to the 
extent of 33 J per cent, or whatever it may be. 

President : But do you not see it is based on the 
sum of the economies, and we are told to give them 
an allowance. 

Mr. -J epson : Is it your view that the encourage- 
ment to the railway companies to take these early 
steps for effecting economies should commence from 
the tin^e when the Tribunal is fixing the actual 
charges to operate. 

Mr. Stafford Cripps: No, not at all. I have not 
suggested that. 

Mr. J epson : I understood you to say that this 
does not refer to the past, but refers to the future. 

Mr. Stafford Cripps : I am sorry if I gave you that 
impression. My view is that the object of this pro- 
viso is to make the railway companies start their 
economies as quickly as possible after the passing of 
the Act, and in the first fixing of the charges, not in 
subsequent ones, and for the period covered by the 
first fixation of the charges as a bonus for the speed 
with which they effect those economies they are to 
be given 33J per cent, allowance, or some similar 
allowance, upon them. 

Mr. J epson : But then you say it is not to be 
added to the Standard Revenue. That is the ether 
point. 

Mr. Stafford Cripps: Quite. 
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Mr. Jepson : Supposing we have the figure which 
has to he budgetted for by these new rates and 
charges less the amount for economies. The railway 
companies put forward their propositions of certain 
charges per ton or per mile for passengers and so 
on., budgetting for that amount. Assume that the 
amount to be allowed for economies is the figure 
which has been agreed here, £400,000 odd. Is the 
Tribunal then to say, according to your view : 
“ Well, we will add this other £400,000,” or what- 
ever the sum might be, “ and now you must remodel 
your charges to bring in that sum.” 

Mr. Stafford Cripps : That is not my view of the 
way they would put it. 

Mr. Jepson: Would not that in practice be the 
effect of what you are proposing, that if we are not 
to start it now but we are to wait until we are 
actually fixing the charges before we start, and the 
amount is to be added to the amount to be brought 
in by these charges — is not that the practical effect 
of what you suggest? 

Mr. Stafford Cripps : I think not, Sir. 

Mr. Jepson: Then perhaps you will explain it. 

Mr. Stafford Cripps : When the Tribunal are deter- 
mining the sum which the charges will yield they are 
not going, I presume, to start off and say: “ We will 
guess at 4d. a ton and see what it adds up to.” The 
way they are going to set out determining the 
charges is to find, first of all, the net sum which the 
charges must yield. That is the first thing to be 
determined. 

Mr. Jepson : The gross sum. 

Mr. Stafford Cripps : I submit the first thing to be 
determined is the net sum, being the Standard 
Revenue. That is the first sum which falls to be 
determined. Then from that they deduct the other 
sources of revenue, and that leaves them a sum which 
the charges have to yield under Section 58 (1). To 
that they have to add the working expenses in order 
to find the gross sum which the charges will yield. It 
is in the consideration of the working expenses that 
they have to consider the economies and efficient 
management, and it is at that moment they they 
can conveniently consider these economies. If I may 
explain the thing I have some figures here which are 
simply tentative figures for discussion. There is no 
reality about them at all, they are purely imaginary 
figures in respect of the £400,000 which has been 
put in simply to identify it with the £400,000. This 
is set out as it were showing the logical consequence, 
as I submit, of arriving at the ultimate figure which 
the Tribunal will arrive at. I think perhaps I can 
explain better to Mr. Jepson the exact point in the 
fixation of charges that this question, I submit, arises. 
You will see the first head is the aggregate net revenue 
of 1913, which has ibeen fixed, then the three years 
allowances, arriving at your sum equivalent to 
Standard Revenue, and from that you have to deduct 
the other sources of revenue and then you leave to 
be yielded by the charges with efficient and economical 
management a net sum. 

President : Under this efficient working and 

management is that under the first part of the 
section or the proviso ? 

Mr. Stafford Cripps: That is under Section 58 (1), 
the beginning. Up to that point the Tribunal has 
been determining "not sums which will yield after 
deducting the working expenses, and so on, but in 
effect they have been determining the sums arid 
remuneration which the owners are to receive. It is 
on that state of the balance-sheet up to that point 
that they have really been working. Then there falls 
to be determined the cost of earning those charges, 
or the working costs. Those must be taken on the 
basis of some existing figure which the railway 
companies can put forward to vouch the costs which 
they show. Then you get a figure which is a gross 
total of the sum that the charges will have to yield 
together, the gross sum. Then in considering the 
economies to be effected at that stage, or in con- 
junction with No. 6, it does not matter which way, it 



is done, you can then determine what other economies 
over and above the figures shown in the railway 
companies’ “ A ” year working expenses should be 
effected, which are not shown there, and at the same 
time you can determine the economies which have 
been effected. Then on that figure you can give the 
railway company an allowance. The result will be 
for this ^'period precisely the same as if you add the 
£400,000 to the Standard Revenue. It will not make 
the slightest difference for this period. If you look 
at this 'alternate statement which is got out on the 
basis of the railway companies’ . 

Mr. Jepson: Are you leaving the other statement? 

Mr. Stafford Cripps : I was just- going to compare 
it with the other. 

Mr. Jepson : It seems to me, I may be wrong, that 
there is a little bit of a fallacy in point 7 here, because 
you make a deduction of this £2,600,000 as economies 
to be effected by efficient working and management. 
If what we have heard is correct, that economies are 
now going on, and up to the 24th June economies to 
the value of £1,400,000 are already being effected, or 
put in train for being effective, when we come to deal 
with the working expenses for the “A” year the 
figures that will be submitted by the railway companies 
I assume would already discount the economies which 
had been effected up to date when they put that 
statement forward. 

Mr. Stafford Cripps : I quite agree. 

Mr. J epson : And, therefore, this seems to be based 
on what you stated in your opening, that you assume 
that the expenditure figures for the “ A ” year would 
be 1923, or some figure like that, which of course 
would not have the full effect of the economies which 
have been already made. 

Mr. Stafford Cripps : And which in fact they are. 

Mr. Jepson : Which in fact they are. 

Mr. Stafford Cripps : The 1923 figures. 

Mr. J epson : Supposing we get the 1924 figures sub- 
mitted to us as the basis for the expenditure for a 
year, to a large extent the economies which have 
been introduced up to June, 1924, will have been 
discounted in those figures. 

Mr. Stafford Cripps : Not according to the evi- 
dence which was given yesterday, because I was very 
particular to ask each witness as to whether there 
would not be an equal sum of economies at least 
after the 24th June, 1924, and in some cases the 
31st December, 1924, and every witness said yes. 
Mr. Milne of the Great Western said he thought 
it would be very much greater than the figure already 
put forward. It is quite immaterial whether it is 
£300,000 or £100,000. It is purely a figure. 

Mr. J epson : It is an imaginary figure, but it does 
seem to me that the time to deal with the question 
of economies is when we come to deal with the work- 
ing expenses which have yet to be submitted to us, 
and they will automatically show themselves, or ought 
to show themselves, in those working expenses year 
by year. 

Mr. Stafford Cripps: That is my whole contention. 

Mr. Jepson : Then I do not think there is much 
difference between us except as a matter of form. 

Mr. Stafford Cripps : There is this great difference, 
that the railway companies and the Co-Ordinating 
Committee are proposing to deal with that part of 
the economies now. 

President: Not part of these economies at all. 
Just look at it in this' way, assuming the annual 
net revenue which you want to attain is, say, 
£20,000,000. Then at some time they will have to 
show working expenses which, for convenience sake, 
put at 80 per cent, so that the gross would be 100 
per. cent. I am only taking those figures by chance. 
Supposing they bring up the working expenses in 
the ratio of 80 per cent., and [.supposing we say: 
We think those are too high, and we knock them 
down and make them 79 per cent. I am only taking 
these as supposititious figures; they have no basis of 
fact at all. Very well, there is the 79 per cent, fixed. 
There is no question of allowance there. We are con- 
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sideling the future, but when we are considering what 
the ratio of expenses shall be in the future the pro- 
viso has already told us to make ail allowance in 
respect of steps already taken. That is not part of 
the enquiry then. 

Mr. Stafford Cripps : With great submission then 
I should have thought the knocking down from 80 
per cent, to 79 per cent, was the allowance for efficient 
working. 

President : Oh no, not the allowance under the 

proviso. 

Mr. Stafford Cripps : No, not the allowance to the 
railway companies. 

President : It is an entirely separate thing. They 
will submit their 80 per cent, and they will say : 

“ In our accounts there are our economies which we 
mention to you, and the further economies, and that 
is why we bring it down to 80 per cent. It would 
be 81 per cent, without it.” We may go further 
and say; “No, we think you should put it at 79 
per cent.” We shall have quite a free hand when 
we come to consider that quite apart from this 
allowance. 

Mr. Stafford Cripps : May I take an illustration. 

President : There would be no finding of £3,000,000 
economies on the section 68 line. There will be simply 
a reduction of working expenses. 

Mr. Stafford Cripps : I quite agree. Whether they 
are put in the form of a reduction, or economies, 
which I should have thought was a quite fair way of 
putting it 

President : There is nothing unfair about it, only 
it will not take place. 

Mr. Stafford Cripps : May I put this explanation. 
Supposing the railway companies bring forward 
costs as stated here of £166,000, and my clients or 
someone else brings forward evidence that that may 
be reduced by £3,000,000 with efficient and economic 
management, and the Tribunal decide that with 
efficient and economic management that reduction 
of £3,000,000 is a proper reduction. That is all that 
is stated on this hypothetical set of figures. That 
some such reduction will be made in considering these 
economies it will be vital for the Tribunal to con- 
sider whether any of them are already included in 
the balance sheets. If they do not then consider 
them they may well make a double allowance for 
them one way or the other. 

President : We shall consider all the economies 
which have been effected at that time. We shall 
not consider our hands tied because they have come 
to an arrangement with regard to this allowance. 
Assume y.our clients can show that further econo- 
mies are practicable and ought to be introduced we 
could give expression to that if you proved your 
case quite apart from this question of allowance. 

Mr. Stafford Cripps : I must say, Sir, that I fail 
to see how my clients could ever prove such a thing. 
Here you have £1,200,000 which covers all economies 
up to the date of fixation. 

President : For the purpose of the proviso. 

Mr. Stafford Cripps : Well, Sir, it covers all econo- 
mies due to amalgamation up to the date of fixation, 
under the words of the proviso. 

President : For the purposes of the allowance. 

Mr. Stafford Cripps : For the purpose of the allow- 
ance I assume that the economies for any other 
purposes must be exactly the same as for the purposes 
of the allowance; they cannot be different. 

President : They can in' reducing the working ex- 
penses. 

Mr. Stafford Cripps : I certainly submit that there 
is only one economy contemplated here, and that 
there are not two distinct classes of economy, and 
that if the railway company get the benefit of the 
allowance on the economies those economies must be 
considered to ibe such economies as could be properly 
deducted from working expenses by the Tribunal. 

President : I said you can take it further. You 
seem; to’ think you will be bound by that; I do not. 
You- seem to think that because they have agreed 



to economies of £1,400,000 or £2,000,000 when you 
come to the first enquiry under the first part of 
section 68 we are bound by that sum. 

Mr. Stafford Cripps : No, Sir, I am not suggesting 
that. What I am suggesting is it will be impossible 
for my clients to know what the £1,200,000 refers 
to. 

President : I do not appreciate the point. 

Mr. Stafford Cripps : That was the point I was 
putting in answer to your question. 

Mr. -Jepson: In order to carry out your proposal 
would it not be necessary really to have a statement 
from the railway company showing the working ex- 
penses for the last year when they were all working' 
independently, and then to have another statement 
showing what the estimated working expenses were 
of the amalgamated companies? 

Mr. Stafford Cripps : I gather that is the way 
they have arrived at these economies which they are 
putting forward now. That is what one of the wit- 
nesses told me yesterday, that they had taken 1920 
or 1921 and they had compared 1922 or 1923 with it. 

Mr. Jepson: Your suggestion is now that if you 
took the aggregate working expenses of all these 
individual railway companies you had that figure as 
an ascertained figure. Now you have to take off, 
you must assume, a figure of £3,000,000 or some- 
thing like that, as a result of the economies brought 
about by amalgamations. 

Mr. Stafford Cripps ; Subsequent to the date when 
those economies, the £1,200,000, have been fixed. 

Mr. Jepson: Well, call it £5,000,000 if you like. 
Whatever the figure is you have to arrive at a figure 
by which those aggregate working expenses of the 
individual companies have to be reduced to be the 
working expenses to be allowed to the amalgamated 
companies. 

Mr. Stafford Cripps : I do not think necessarily 
that is so. 

Mr. .Jepson: In your figures you say. “based on 
the existing figures of the Railway Companies.” 
The existing figures of working expenses of the 
railway companies to an extent include economies 
already effected. 

Mr. Stafford Cripps : Exactly, and that is what I 
have stated in my figure, that they do include the 
£1,200,000, but they do not include the further 
£3,000,000 which admittedly on the railway com- 
panies’ own evidence 

Mr. Jepson: According to the evidence yesterday a 
lot of economies were going on, but they had not 
been quantified, and that was the reason they were 
not included in the claim. Apart from the 
£1,200,000, assuming that is a correct figure at the 
24th June, there are a good many other economies in 
train working, and so on, which have not been quan- 
tified, but which will be shown and included in the 
account, say, for the present year. 

Mr. Stafford Cripps : Possibly, or for next year ; 
one cannot tell. 

Mr. Jepson: Next year probably. 

Mr. Stafford Cripps : And those accounts will not 
bo before the Tribunal when they are fixing the work- 
ing expenses. That is the very point. The Tribunal 
will have of necessity to fix the working expenses 
upon a basis of some accounts which are before them, 
and which, therefore, give a voucher for the par- 
ticular working expenses. It may be that the rail- 
way companies will say: “ Well, we will reduce that 
figure by 10 per cent, because of economy,” although 
as a matter of fact practically every figure is" in- 
creased in the “ A ” year on the 1924 figures.' As far 
as they have been put in before the Tribunal so far 
it may be they will show that, but that does not affect 
the question really of how you arrive at this figure. 
The £3,000,000 is purely hypothetical. Assume it is 
nothing. Assume the Tribunal are satisfied that 
there are no further economies. The only result of 
that will be instead of deducting the £400,000 and 
the £3,000,000 you add the £400,000 to the working 
expenses. It does not make any difference. 
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Mr. Locket : Would not the effect be this, that if 
this £3,000,000 were taken into account now the 
railway companies would get 33 1/3 per cent, of it 
instead of 10 per cent., as they will get later? 

Mr. Stafford Cripps : Quite. Of course, nobody is 
suggesting that this £3,000,000 is taken into account 
for the purpose of any allowance, or as being econo- 
mies with regard to steps which have already been 
taken. 

Mr. Locket : Surely it is to the traders’ advan- 
tage to get this question settled at the earliest pos- 
sible date, so as to bring as small an amount as pos- 
sible under the 33 1/3 per cent.? 

Mr. Stafford Cripps : Provided it is not per- 
manently added to the Standard Revenue. Because 
when the Standard Revenue comes under Section 59 
to be reconsidered there will be no question of taking 
out this £400,000. Every other item which appears 
in the Standard Revenue, except the basis of 1913, 
is liable for reconsideration. There is a specific pro- 
vision in Section 58 (3) which allows for a revision of 
it if it proves to be wrong. But there is no sugges- 
tion, either in Section 59 or in Section 58, that there 
shall be ever any revision of the proviso. In my sub- 
mission, that says clearly that the proviso is merely 
meant to be a temporary measure with regard to the 
33 1/3 per cent. , or whatever other figure the Tri- 
bunal fixes; because the railway companies have ex- 
pedited their steps to take economies in that particu- 
lar instance. 

In my submission, if the Act had intended this 
merely to be an addition to the Standard Revenue, 
exactly the same as (a), (b) and (c), the wording 
would have been entirely different. If it had been 
a proviso at all, as I submit it never would have 
been, it would have been provided that in deter- 
mining the Standard Revenue the Tribunal shall 
make such-and-such an allowance. The words 
“ determining the sum which the charges will on 
efficient and economical working and management 
yield ” — that determination cannot arise until the 
time when the Tribunal are starting to determine 
working expenses; and by the time they get to that 
stage they have completed the Standard Revenue 
altogether, and this is nothing at all to do with it. 
You have got to make your charges yield a sum 
equivalent to certain items; and when you are cal- 
culating what those charges will yield you are to 
make an allowance to the railway companies. 

I submit it is perfectly clear that the proper time 
and place to make that allowance is in the working 
costs themselves; and I submit, further, it is the 
obvious place to make the allowance. If you make 
the allowance, instead of that, by making an addi- 
tion to the Standard Revenue, it is going to have 
this effect, that for all time the charges have got to 
meet an extra sum of £400,000. Because when you 
come to the revision under Section 59 (3), for in- 
stance, there is no provision there for reducing the 
sum under the proviso at all. “ If on any such 
review the Rates Tribunal find that the net revenue 
or the average annual net revenue obtained, or 
which could, with efficient and economic manage- 
ment, have been obtained, by the company during 
the period on the experience of which the review 
is based is substantially in excess of the standard 
revenue,” which had got to yield substantially more 
than the £400,000 in addition to the other items. It 
is not a question of substantially more than some 
sum which does not include the £400,000. So that, 
however • inefficient and uneconomical the manage- 
ment may be, on the review under Section 59 (3) the 
railway companies have still got to get the £400,000 
for Economies. I submit that that is quite contrary 
to any intention of the Act, and that, if that had 
been the intention, something would have appeared 
with regard to it in Section 59, or in the latter part 
of Section 58, as there is with regard to (c) authoris- 
ing the Tribunal to make some review of this figure 
to see whether these Economies still persisted — 



to see whether in fact they had materialised as the 
railway company suggested they had. 

In the absence of that, and in the absence of any 
reference at all to this sum in Section 59 (3), I sub- 
mit that the Tribunal have not got the power, under 
the provisions of Section 5S, to add any sum at all 
to the standard revenue by reason of this allowance 
for Economies. Further, that the proper time at 
which the question of Economies should be inquired 
into is when the working expenses are being inquired 
into. And unless the whole of the economies are 
considered, then it seems to me that it is impossible 
when you have got an agreement of this sort which 
purports to cover a period up to the date of fixation, 
the figures for a portion of which certainly cannot 
be properly before 'the Tribunal when they are deal- 
ing with working expenses, the period of fixation 
must be ahead of the time when the working 
expenses are considered; and if the working expenses 
are considered in this July and the fixation is 18 
months ahead, the economies which will take place 
18 months ahead cannot be ascertained economies, 
they can only be such economies as the Tribunal 
think should take place. 

AH these hypothetical economies are expressly 
included in this £1,200,000 as part of the settlement; 
and supposing, when the working costs come to be 
determined, my clients wish to put forward that an 
item of half-a-million pounds could be saved on train 
miles, how can they ascertain that sum is already 
included in the £1,200,000 for train miles, or how it 
has been allocated at all, and what sum is included 
in the 1924 accounts? Because this figure of 
£1,451,000 purports to be the figure which actually 
appears in the 1924 accounts — that is to say, it was 
realised in 1924, or a large proportion of it was. As 
regards this, if a comparison is made between “ A ” 
year and the 1924 year, those economies have been 
dealt with in “A” year because they have been 
dealt with in the 1924 accounts. I am assuming that 
some comparison is made between the two. But ais 
regards the subsequent economies, they cannot be 
dealt with except by some purely hypothetical allow- 
ance which is made by the railway companies over 
and above the 1924 figures. Of course, as a matter 
of fact, the “A ” year figures are somewhere between 
1923 and 1924 — the figures that have been so far 
put in. But it is going to be extremely difficult for 
anyone either to give evidence or to make any sug- 
gestions as regards Economies, if they do not know 
in the least how much of this £1,400,000 is admitted 
and has gone in and is in the 1924 accounts, and 
how much of it is still outstanding and is in relation 
to some future economy which is not in the 1924 
accounts at all. I submit that that only shows that 
this is not the proper occasion for determining this 
sum. It can be determined only when the working 
costs are being inquiry into, and when all these 
matters will be naturally before the Tribunal ; it will 
be perfectly easy then to give to the railway com- 
panies their allowance upon the working expenses, 
or upon any other economies; it does not matter 
which way it is done, in the least. 

Mr. Clauson : I want to see if I can give, in as few 
sentences as possible, the answer to the point which 
Mr. Cripps has put forward. I am going to be very 
short, because I think the Tribunal appreciate it. 
If I may, I will just put it the way it strikes me, and 
I hope it will be of a little assistance. 

President : You must take it that we want con- 
vincing. 

Mr. Claaison: Quite so, Sir. May I put it in the 
way in which it appeals to me in actual figures — 
which figures are imaginary, but using them as tokens 
for this purpose. Let me assume that, immediately 
before amalgamation, in a certain area I had 500 
stations. I have managed by the June 30, 1924, to 
cut down the number to 480 ; and in the figures that 
I have put in I am assuming I have shown, as an 
economy flowing from this amalgamation that I am 
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able to do with at all events 20 station-masters less 
in that ai'ea than were necessary before amalgamation. 
I also say this, with out quantifying it. I believe 
that by the time of fixation I shall be getting on with 
460 station-masters, but I cannot speak positively and 
I cannot quantify that. But I think it will be pro- 
bably about 460. Then I want to put what the 
position as regards station-masters is when I am going 
to bring before the Tribunal my figures of what will 
be the expenses of “ A ” year. When I bring forward 
that, I shall budget in my expenses for 460 station- 
masters at the salaries that I shall, as far as I can see, 
have to pay them in a year. I shall cease to be con- 
cerned then with the historical fact that in 1921 I 
employed 600 and that in 1924 I employed 480. I 
shall devote myself only to satisfying the Tribunal 
that I think I am right in saying 'that 460 will be the 
right figure for “A ” year, and I shall have to pay 
them at such-and-such a rate, which will cost so much ; 
and it will be open to my friend Mr. Cripps to say : 
“ You are quite wrong in saying 460; if you were 
organising your thing properly and had efficient work- 
ing and management, you would be able to get on with 
450.” He will say that; and I shall say he is wrong; 
and we shall have to discuss whether 460 or 460 is the 
right number to budget for. I dare say that, in the 
course of the discussion, reference will be made to the 
fact that we had once 600 and then 480. But my 
friend Mr. Cripps seems to say that it will be 
necessary then to consider whether the reduction of 
500 to 480, which is what I have been claiming now, 
is a reduction flowing from amalgamation or not. It 
may be an interesting speculation, but .it will not 
have anything to do with what we have to consider 
when we are quantifying the expenses for “ A ” year. 
It will be interesting for its history, but nothing more. 
Why we should defer until then the discussion as to 
whether or not I have satisfied the Tribunal that the 
reduction of the establishment by 20 station-masters 
which I have already effected is a fair basis for arriv- 
ing at the figure to be allowed to me 'in respect of the 
economies I have been able already to effect by reason 
of the amalgamation, I confess I cannot understand. 

That is the way the point presents itself to me, and 
I venture to submit — with very great respect, of course 
— to my friend, that there is really nothing in his 
argument at all. I cannot put it better than the way 
'in which the President of the Tribunal was good 
enough to put it. The allowance is to be made in 
determining in one sense not the Standard Revenue, 
I agree, but in determining the sum to which the 
Standard Revenue must ibe equivalent — that is the 
beginning and end of it. That the Tribunal is 
endeavouring to do now, and this is the time to de- 
termine whether £400,000 is the right figure to be 
put in in ascertaining the sum to which the Standard 
Revenue must be equivalent. 

I do not feel that I can add to that. That is the 
position. And. I submit to you that this is the time 
to do it; this is the convenient time; and that it 
will only complicate matters, with no reason and in 
the face of the Act, if the decision of this point is 
deferred. It will be a wholly different problem to 
be considered when we come to bring forward our 
budget on working expenses ; though I entirely agree 
that in considering whether 460 or 450 is the right 
figure in regard to station-masters, it may be that 
it will not be entirely out of place to consider what 
the history of the reduction of the establishment of 
the station-masters has been. That is possible. But, 
except in that sense, this matter we are considering 
now will be wholly irrelevant. That is my submis- 
sion on that. 

Having regard to the evidence that has been 
given, and especially to the evidence given by Mr. 
Drage, and, I will venture to say, the absence really 
of cross-examination upon it in any sense which is 
material, I submit to the Tribunal that they may 
safely take the proposal which we bring forward 
'before them that the figure for this purpose can be 
fixed at £400,000, on the footing that that is 33J 
per cent, of the £1,200,000. 



I will not pause to take up the time of the 
Tribunal by going into the matters which are very 
fully before them as to the obvious advantage to 
all parties of now quantifying something; I mean 
the various economies which we are hoping to effect 
before the end of this year, and which cannot be 
quantified now, but which all witnesses agree would 
be very substantial. Taking all that into account, 
we ask you to decide that it is a fair basis. 

President : Are you going to deal with the point 
taken by Mr. Cripps with regard to the injustice 
to the Traders? 

Mr. Clauson : With regard to the injustice to the 
Traders — I am bound to say that I do not appre- 
ciate it. Perhaps it is my fault, but I do not appre- 
ciate the. point. The £400, 000- — assuming that for 
the moment to be the right figure — is a figure which 
has to be added to the sum which you have got to 
reach and which has got to be equivalent to the 
Standard Revenue. 

President : That is what he challenges. 

Mr. Clauson : Yes ; but, with the greatest respect 
to him, I cannot see why he challenges it. I am not 
going to read the section again, because it has been 
already read, and the Tribunal is no doubt very 
familiar with it. For my part I am wholly unable 
to appreciate that there can be any question on the 
wording of the section. But that is what you have 
to do ; you have to- reach a sum, and in reaching that 
sum you have to make an allowance; and when you 
have made the allowance, and, when by making the 
allowance you have ultimately reached the sum, that 
sum is equivalent to the Standard Revenue, then 
you have to fix the charges so that they will produce 
enough to pay the working expenses and leave over 
this sum, equivalent to the Standard Revenue, which 
is defined. I shall be glad to grapple with the 
point if I could really grasp it, but I must say 
frankly that I cannot grasp it. I cannot see any 
possible injustice to the Traders, and the best evi- 
dence that it is not something merely forensic that 
I am putting forward is that the Traders themselves 
are entirely, as I understand, unable to see how 
they are prejudiced, although Mr. Cripps suggested 
it. 

Mr. -J epson : The point seems to be that he ad- 
mitted, as you would admit, that the £400,000— 
if that is the figure — is added to the amount which 
the charges are to produce in the first instance. He 
rather suggested that it dropped out after the first 
fixation, that it would not come into being again 
on any review. Section 59, subsection (6), says: 
“ The Rates Tribunal, when modifying charges on 
any such review, shall have regard to the like con- 
siderations as when fixing charges in the first in- 
stance.” His suggestion is that it should not be 
a permanent addition to the sum which is to be 
reached by all these charges to be fixed, but should 
come out afterwards. 

Mr. Clauson : What I am entirely unable to appre- 
ciate is on what the suggestion is founded. If I 
could find the foundation for the suggestion I should 
be glad to grapple with it. 

President : I dare say I shall not put it as well 
as you have put it, Mr. Cripps, but I should like to 
put your point. You say the time will come when 
we shall be fixing the charges and finding out what 
they will yield, and for that purpose we shall be 
considering what is the expense of getting the 
charges made. Firstly, you say that is the time when 
we ought to enter on this inquiry under the proviso; 
and then you say — I may not be putting .it rightly — 

Mr. Stafford Cripps : It is absolutely right. 

President : Then you say : When you are at that 
stage of the inquiry you have to consider how much 
of the working expenses should be knocked off, 
because they have not taken into account efficiency 
and economical working; when you have made up 
your mind to knock off, say, £1,000,000, then comes 
the time for you to give effect to this proviso, and 
say they show in the past half-a-million and you 
deduct one million. That is the way Mr. Cripps 
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puts it. Can you show us anything which on the 
face of it is wrong in the wording of the Act — which 
precludes that? 

Mr. Glauson : Before turning to the Act may I put 
my answer in the terms of my station-master 
example; because I think that will bring out where 
my friend Mr. Cripps and I differ, as I understand 
it. He is saying : When you come to bring before the 
Tribunal your working expenses you are going to 
say to the Tribunal, “ Before amalgamation I had 
500 station-masters; by economies effected up to the 
80th June, 1924, or up to the 31st December, 1924, 
I got them down to 480, and for “A” year I am 
going to get them down to 460.” Accordingly I am 
going to bring before you these figures; I am going 
to bring before you figures for 1921 which show that 
my 500 station-masters cost me £100,000 a year. Of 
course, my figures are grotesque to those who under- 
stand the matter. I am going to scale down that 
£100,000, first of all, to £20,000 in respect of the 
economy I made in working, by cutting down . my 
staff up to the 31st December, 1924; then I am going 
to scale it down a bit more on the economies I hope 
to effect before “A” year begins, and I shall ulti- 
mately reach a figure based on 460 station-masters 
brought out at so many pounds. 

If I were going to do that I could understand, I 
think, what my friend Mr. Cripps has in his mind. 
But I am not going to do anything of the sort. I 
am going to say, on the best consideration I can 
give to the problem : In “ A ” year I shall want 460 
station-masters. I am not going to waste the time 
of the Tribunal as to how I get it down to that figure 
or as to why it is not 500 as it was five years ago. 
I am going to deal with “A” year, and all I shall 
trouble the Tribunal about it that “ A ” year is 460 
station-masters. I shall not consider how the 
expenses of the station-masters have been scaled 
down; I shall consider what shall I have in “ A” 
year to pay 460 station-masters. My friend will be 
entitled to come forward and say, first of all : 

‘• You have budgetted for paying your station- 
masters too much”; or he can say, “460 station- 
masters is absurd; you can get on quite well with 
445.” All that criticism will be open to him; but it 
will be only past history as to how I managed to get 
down to that figure from the 500. 

Let us now look at the section to see whether there 
is anything in the least inconsistent. 

Mr . .J epson : Before you do that, let us look for a 
moment at the effect of your illustration. Mr. Cripps 
says that this is not the proper time to deal with it, 
and that therefore he would advise the Tribunal to 
reject the settlement and wait until the proper time 
comes. Let us assume for a moment that the proper 
time is when you put forward your statement saying 
that you would budget for 460 station-masters 
instead of 500. If that is the proper time, and the 
Tribunal decided it was the proper time, then we 
have to deal with an economy representing the saving 
of 40' station-masters instead of 20 as you have in- 
cluded in your claim to-day. If that economy of 40 
is effected, then the railway companies will have the 
right to say to us : “ Give us at any rate a maximum 
of one-third of the saving.” 

Mr. Clauson : Yes. 

Mr. J epson: A maximum of 33J would be just 
double the amount that you are claiming now, which 
is a final claim in respect of these economies. On 
the illustration you have given that is the effect of 
Mr. Cripps’s submission, is it not? 

Mr. Clauson: Mr. Jepson has kindly put forward 
the practical position. I should have thought, from 
the practical point of view, it was not to the benefit 
of the traders. But- may I point out to the Tribunal 
how, from the practical point of view, it would be 
quite hopeless for .the railway companies to deal with 
the. thing in that way; because they will be coming 
before the Tribunal with a statement of their 
expenses with still left entirely in the dark the 
amount of the sum which is ultimately going to be 



reached. And so, when the ultimate aim of the 
whole Inquiry is to fix rates which shall cover a 
sum equal to the Standard Revenue plus the work- 
ing expenses you will be having all that time, you 
will be dealing not only with one figure which for the 
moment is uncertain — namely, the working expenses 
— but with another figure which may be just as well 
made certain so far as it can be made certain now 
and not left till later, and that is a sum equivalent 
to the Standard Revenue. That is, from the practical 
point of view. In other words, to prepare our figures 
would be extraordinarily difficult. 

Let us now look at the section and see whether 
there is anything to be spelt out of it which gives 
any foundation whatever for the suggestion of my 
friend Mr. Cripps. Section 59, sub-section (1) says : 
“ The charges to be fixed in the first instance for 
each amalgamated company shall be such as will, 
together with the other sources of revenue, in the 
opinion of the Rates Tribunal, so far as practicable 
yield, with efficient and economical working and 
management, an annual net revenue (hereinafter 
referred to as the Standard Revenue) equivalent to 
the aggregate net revenues in the year nineteen 
hundred and thirteen of the constituent companies 
and the subsidiary companies absorbed by the amal- 
gamated company, together with ” then come 

(»). (6) and (c). 

Ihen it goes on, “ Provided that, in determining 
the sum which charges will, with efficient and 
economic working and management, yield, the 
Tribunal shall, with a view to encouraging the taking 
of early steps for effecting economies in working and 
management expenses rendered possible by or in anti- 
cipation of. amalgamation, take into consideration 
the economies effected by such steps already taken, 
and shall make such allowance in respect thereof as 
the Tribunal may consider fair and equitable to an 
amount not exceeding thirty-three and one-third per 
cent, of such economies.” 

I need not trouble with subsection (2). 

Subsection (3) says : “If on any such review as is 
mentioned in the next following section it appears 
to the Rates Tribunal that the allowance made under 
paragraph (c) of subsection (1) of this section was 
too high or too low the Tribunal may revise the 
allowance and make such adjustments in the amount 
of the standard revenue as may be necessary.” 

Subsection (4) is about the other sources of revenue. 

Then we come to review under Section 59 subsec- 
tion (1) ; “ The Rates Tribunal shall review the 

standard charges and exceptional charges of each 
amalgamated company at the end of the first com- 
plete financial year after the appointed day, or, if 
the appointed day is the first day of January in any 
year, at the end of that year, and, unless directions 
are given by the Minister to the contrary in manner 
hereinafter appearing, at the end of each succeeding 
year, and the review shall be made on the experience 
of the operation of those charges for the period during 
which the standard charges have been in operation, 
or, if that period is more than three years, then on 
the experience of the operation of those charges dur- 
ing the preceding three years.” 

I need not read subsection (2). 

Subsection (3) says: “If on any such review the 
rates tribunal find that the net revenue or the aver- 
age annual net revenue obtained, or which could, 
with efficient and economic management, have been 
obtained, by the company during the period on the 
experience of which the review is based is substan- 
tially in excess of the standard revenue of the com- 
pany, with such allowance (if any) as appears to the 
Tribunal necessary to remunerate adequately any 
additional capital which may have been raised or pro- 
vided in respect of expenditure on capital account in- 
curred since the date upon which the standard charges 
were fixed in the first instance, the Tribunal shall, 
unless they are of opinion that owing to change in 
circumstances the excess is not likely to continue, 
modify all or any of the standard charges and make 
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a corresponding general modification of the excep- 
tional charges of the company so as to effect a re- 
duction of the net revenue of the company in sub- 
sequent years to an extent equivalent to eighty per 
cent, of such excess.’’ 

I venture to submit, and to submit with some con- 
fidence, that that section will not work unless the 
sum equivalent to the Standard Revenue which the 
Tribunal has fixed at this Inquiry under Section 58 
is a sum which is not to be disturbed. And I am 
only saying this, that when you have added in your 
£400,000 (or whatever the right figure is) to the sum 
which is equivalent to the Standard Revenue, that 
is a sum equivalent to the Standard Revenm which 
covers the sum you dealt with on your review; in 
other words, is a permanent part of what we have 
conveniently called — although the expression is not 
absolutely correct — the Standard Revenue. I say 
that because it is not the Standard Revenue but some 
equivalent for it, but for this purpose that is immat- 
erial. 

I need not take up the time of the Tribunal by 
following out how it works on the review for (4) and 
(5), if I have satisfied the Tribunal, as I trust I have, 
that the thing will not work unless the £400,000 
is a permanent addition. 

President : Mr. Cripps says he will make it work 
like anything by dropping it down. What is the 
difficulty, on the words of the Statute? Why should 
not it be a temporary allowance? I am only asking 
what is your clinching point that makes it a per- 
manent one and not a temporary one, 

Mr. Clauson : That you are dealing on the review 
with a sum which is treated as a fixed sum. There 
is no indication at any rate that you can get away 
from that except to the extent that the Act puts out 
some regards in which the sum can be modified, and 
it can be modified in regard to (c). 

President : Shall not we be reviewing the annual 
net revenue? 

Mr. Clauson : Certainly. 

President : The standard. 

Mr. Clcmson : No. You will not he reveiwing the 
standard; you will be comparing the revenue 
obtained — I am trying to find the actual words. 

President : The Act says we must make an aggre- 
gate of these sums, the revenue of 1913 — (a), ( b ) and 
(c) and possibly the proviso — and then you must try 
and get an annual net revenue which is equivalent 
to those sums, and that is the Standard Revenue. 

Mr. Clauson : Quite so. But on your review what 
you do under Section 59 (3) 

President : Then you review the actual annual net 
revenue with the Standard Revenue. 

Mr. Clauson : If I may say so, you have it put 
exactly in Section 59 (3). The crucial clinching 
word is in the fourth line of Section 59 (3) and is 
“ obtained.” You find the net revenue obtained 
or which could have been obtained — that is a con- 
sideration of what has actually been obtained' — and 
you compare that with a fixed standard. 

President : Yes. 

Mr. Clauson : The standard you have got. 

President : The standard found under Section 58. 

Mr. Clauson : Yes. It is perfectly true the Act 
says you may modify and alter the old standard to 
the extent of oertain things in (c) under certain 
circumstances ; otherwise the standard is a fixed 
thing ipso facto. What is the good of having a 
standard which is not fixed? You fix a standard; 
if you find the revenue is there you do oertain 
things; and if you find a smaller sum is there you 
do certain other things. 

I shall be glad to assist the Tribunal further, but 
I really do not think I can. There it is. As Mr. 
Jepson has pointed out, in the interests of the 
Traders nothing could be more unfortunate than 
that this thing should be kept open. But it is not 
to the interests of the railway companies either that 
the thing shall be kept open, because it will make 



the Inquiry far more difficult; and that is their 
point of view. 

Mr. Jepson: Of course Mr. Cripps’s point seemed 
to be this : Supposing this £400,000 were added at 
some time and was not brought in as part of the 
Standard Revenue but as part of the amount which 
was assumed to be produced by the rates and charges 
fixed in the first instance — let us supose that at the 
end of the first year the budgeting has been so very 
close that the actual amount has been brought in — 
which produce the net revenue, including the 
£400,000. When you come to compare with the net 
revenue you find that there is £400,000 too much 
produced. Mr. Cripps would say: “ Drop that out; 
give the Traders now the benefit of that.’-’ That is 
his view of the reading of the Act, as I understand 
it. 

Mr. Clauson : I am sorry to say that I can only 
repeat that I cannot see the foundation for that 
view anywhere. I have been all through Section 58 
and through most of Section 59, but I cannot see it. 
1 am sorry to say that my mind is so constituted 
that Mr . Cripps has not succeeded in getting me to 
see it. There is no foundation for it at all; and 
the real answer is that the £400,000 is part of your 
standard, and your standard is necessarily a per- 
manent thing, otherwise it is no good as a standard. 

1 here is only one other thing I ought to say. I 
think it was due to a slip of the tongue on the part 
of Mr. Cripps, but he rather suggested in his opening 
observations — I hope I may say a grievance — that it 
was hard on his clients that a settlement obtained, 
after some negotiation, -should be brought before him 
only at the last stage and put before him as a settle- 
ment at comparatively short notice. I only want to 
make this quite clear, and I do not think there will 
be any dispute about it. As I understand it, the 
Iraders Co-ordinating Committee have throughout 
been anxious and ready and willing that the clients 
of my friend Mr. Cripps should join with them by 
appointing a representative to join with them in any 
discussions of the kind which have taken place, with 
a view to arriving, as they have now arrived, at this 
particular settlement. So I understand. I further 
understand that if Mr. Oripps’s clients would still 
desire that they should have an opportunity of join- 
ing; they have only to say so, and every facility will 
be given to them to join. I want only to make it 
quite clear that nothing is further from the desire or 
interest of the railway companies than that any 
opposition to them should not be effectually organised 
so as to bring to a focus the interests of everyone 
who has anything to say against the case of the rail- 
way companies; and it is obvious that it is to every- 
one s interest that that should be done, and that any 
opposition should be as far as possible focussed, and 
that if a settlement is come to it should be come to 
with the assent of everyone. The railway companies 
will do everything they can in that direction. 

Mr. Stafford Cripps: I did not wish to make any 
accusation of any kind. I was only saying it was a 
little difficult to deal with it, which is quite true. 
The Traders’ Co-ordinating Committee did not ask 
us to join with them, but we felt unable to do so. 
As you may remember, in the early stages they 
opposed us in conjunction with the railway com- 
panies. Mr. Drage got up and said that he entirely 
supported the attitude of the railway companies 
against us, so we felt that our interests would 
diverge so quickly, as soon as we came to the ques- 
tions between pasengers and traders, that we had 
better go on alone, and we preferred to go on alone. 
What I was saying was that we were parties before 
the Tribunal, and these arrangements are made, of 
course, between two other specific parties, and one 
has not had a chance of knowing what has happened, 
therefore it is difficult to criticise it. For that reason 
we have adopted the attitude that we do not wish to 
criticise the figures ; we accept them entirely, as 
figures. 

President : It gives us pleasure to find you before 
the Tribunal and to hear your valuable criticisms. 
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Mr. Stafford Cripps: May I say one word about 
what Mr. Jepson said? He said I wished this agree- 
ment to be rejected. I did not suggest that you 
should reject the agreement of the figures; all I did 
suggest was that it should be postponed. 

Mr. Jepson: Judging from the submission you put, 
you wanted consideration of the amoruit of the 
economies deferred until such a time as you have put 
down £4,200,000, for instance. The only reason for 
keeping the present agreement is that the allowance 
to the railway companies shall then be limited to the 
£400,000 which is put in this. 

Mr. Stafford Cripps: I shall be very grateful if it 
is, as far as my clients are concerned. I think they 
would gain a great deal out of it, because for every 
one-third the railway companies got in the way of 
benefit the traders would get a benefit of two-thirds, 
which is a very salutary and proper thing, and is 
what the Act intended. 

Mr. Clauson : I do not think there is any difference 
between my friend and me. . I only wanted to remove 
any suggestion of a grievance. Of course, it is not 
for us to organise the forces against us, and perhaps 
it is very wrong of me to say anything about it at all. 

Mr. Merriman: If you had not said it I should 
have said it. 

; President : Do you want to add anything, 

Mr. Merriman, to what has been said? 

Mr. Merriman : No. 

President : Is there anyone else who wishes to 
address us on economies? Do you, Mr. F. G. 
Thomas ? 

Mr. F. G. Thomas : No, Sir. 

President : Now, Mr. Merriman, have you been 
able to think about that cross-examination of 
Mr. Quirey on the matter we dealt with yesterday? 

Mr. Merriman: No, I have not, and I will tell you 
why, Sir. The position is, as I explained to you 
yesterday, that we were told that the matter was not 
coming up. The Co-ordinating Committee was to 
meet to-day, but, as Mr. Drage and those instructing 
me were here yesterday, it was impossible to have a 
meeting then, and the position is exactly what it was 
yesterday. So far as he can speak for the Committee, 
Mr. Drage does not think that it will be necessary 
to cross-examine Mr. Quirey. That is our present 
view. 

President : How long will you want to deliberate 
before you make up your mind whether you will cross- 
examine him or not? It hangs up matters so. 

Mr. Merriman: The very moment the Co-ordinating 
Committee meet, which will be to-day. 

President : Then perhaps you will send in a notice. 

Mr. Merriman: Yes, we will if we may. 

President : Make it as early as you can. 

Mr. Merriman : Yes, at once; to-day. If I may say 
so, I do not want to be put in the wrong about this ; 
because we were very definitely told that the matter 
. was not coming up. 

Mr. Clauson : My friend' is perfectly right. 

President : You will never be in the wrong, 

Mr. Merriman, as far as I am concerned. 

Mr. Clauson : My friend is perfectly right, and 1 
-entirely agree with what he says. 

President : Now, that leaves several matters out- 
standing which we should like to clear up as soon 
as possible. 

I may say that we have come to a decision to in- 
clude the Fishguard and Rosslare, and I think the 
. parties might as well know that at once so that 
they can get on with .any adjustments that are 
necessary. 

Then there was the matter of the feu duties. Have 
you got that in mind? Mr. Macmillan made a sug- 
■ gestion that they should be dealt with in a certain 
way, .and I think that was accepted by the traders. 
The capitalised figures are now before us in 
Mr. Hurcomb’s report. I understand they were to he 
dropped and not brought in. 



Mr. Clauson : We are willing, I understand, that 
these capital figures which are mentioned' at the end 
of the Minister’s letter should come off our (a) claim — 
jusr, our (a) claim — by simply cutting those out. 

President : Yes. 

Mr. Clauson : Five per cent, on the (a) claim less 
these sums. We take these sums out of the (a) claim 
and take five per cent, on what is left. 

President : Will you look up exactly what 

Mr. Macmillan said? You need not do it now. 

Mr. Clauson : I do not think there is any difficulty 
about it. 

President : No, I do not think there is. 

Mr. Clauson : Fishguard and Rosslare is in the 
claim; the question was whether it should come out, 
and we are allowed to leave it in the claim, as I 
understand? 

President : Yes. 

Mr. JepiSon: £555,000; Great Western. 

Mr. Clauson : Yes. Then there is the raised and 
provided; we have not had a decision about that. 
You recollect the evidence we gave. 

President : Yes, I do recollect it. I will just look 
it up for a moment. Let me see if my recollection 
is right ; I dare say it may not be, but perhaps it will 
be near enough. About the London and North East- 
ern, as far as I recollect, there was no question 
raised by the opponents that they had satisfied the 
terms of the section. With regard to the London 
Midland and Scottish, I think they had raised, we 
will say, something over £7,000,000 and purported 
to apply about £4,000,000 odd; the evidence was that 
throughout they had in view the providing of the 
money which they had used for general reserve out 
of the £4,000,000 which they .appropriated out of the 
£7,000,000 for that purpose. We think under the 
circumstances that they have satisfied the require- 
ments of the Statute. I am only trusting to my 
recollection. 

With regard to the Great Western, I think they 
had raised £1,000,000 and something in debentures. 

Mr. Clauson : £1,600,000 was the figure, I think. 

President : Yes ; and that would enable them to 
deal with so much of the moneys as they had taken 
from general reserve and restore it, I gather. 

Mr. Clauson : Yes, I think that is right. 

President : In those circumstances we should hold 
that they had complied with the Statute. 

Then the Southern is the only remaining question. 
I - am not sure what the Southern had done, but 
perhaps Mr. Barnes can tell me. There was a long 
memorandum which Mr. Clauson explained to us; 
I asked him not to read it. I was satisfied at the 
time, but I should like to have the figures in my mind. 

Mr. Clauson : You will find it, Sir, at page 416, 
the 24th March, 1925. There is a paragraph which 
begins, “ Position of Southern Railway Company.” 

President : They have in all to raise about 

£3,000,000, and would have to raise £5,000,000 by 
the end of June. Is that the situation? 

Mr. Clauson : Yes, that is the figure. 

President: Then what are we to do about that? 
We cannot say that they have not raised it if they 
have satisfied the Statute: “ It would appear, how- 
ever, that in order to be on the safe side we must 
arrange for a capital issue of no less than £5,000,000 
by tho end of June, 1925.” 

Mr. Clauson: I think. I am right m saying the 
position is this, that they have actually raised over 
£1,990,000, and of that £1,000,000 is terminable 
preference stock; that leaves upwards of £900,000. 
The (6) claim is as amended, £743,000, and they have 
arranged accordingly a figure to cover the £743,000 
and leave a matter of £200,000 over, actually raised. 
I think that appears at page 416. Shall I read the 
third paragraph ? 

President: “. . . one million pounds (part 

thereof) being in substitution for the one million 
pounds 5 per cent. Redeemable Preference Stock, 
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1924, about to b© redeemed (as authorised by Section 
9 (c) (2) of the said Scheme).” 

Mr. Clauson : Would you mind me just reading the 
third paragraph, a little above that: “The Board 
have already approved a recommendation of the 
Finance Committee that two million pounds of Re- 
deemable Stock should be issued at the end of the 
present year. One million pounds will be used for 
the redemption of L. & S. W. Redeemable Preference 
stock and the remaining one million pounds will go 
towards meeting Capital Expenditure up to the end 
of the present year as referred to above. It would 
appear to be necessary to make provision for the 
issue of a further amount of three million pounds by 
the end of June next.” 

Then I read to the Tribunal a Minute of October 
22, 1924. 

I then summed it up in this way: “ So^ the 

Tribunal see that it is after considering a minute 
which pointed out the reasons why it was desirable 
to raise the stock, they proceed to pass the necessary 
resolutions. Then there is on the last page an ex- 
tract from the minutes of the Finance and Rating 
Committee, dated March 11, 1925, making it quite 
clear how the thing has worked out, and mention- 
ing the exact figure of £757,725 which is the (b) 
claim up to date.” 

President : Is that all right? Is it up to date? 
Is there any more to come ? I mean, up to the same 
date as the other. 

Mr. Clauson : That is the figure up to the end of 
1923. 

President : With which we were dealing? 

Mr. Clauson -r Yes. 

President : All through. 

Mr Clauson : Yes. 

President : Have I got the assurance of the com- 
panies, through you, that they only had to raise the 
sum of £757,725 up to the end of 1923? 

Mr. Clauson : Yes. 

President : And that they have raised capital, the 
balance of which, up to the £900,000 odd, is avail- 
able and will be applied for that purpose? Is that 
right? 

Mr. Clauson : Yes, on behalf of the companies I 
am authorised to say that categorically. 

President : It has been actually raised ? 

Mr. Clauson : Yes. 

President: And will be applied to that? 

Mr. Clauson : Yes. 

President : Then that is all right. 

Mr. Clauson : Mr. Cope tells me there is another 
matter to mention. 

President : There is the Forth Bridge. There is 
a sum included which was agreed to be withdrawn, 
subject to the approval of the Tribunal. 

Mr. Clauson: As I understand, that we withdraw. 

President: Now about “J” Joint Lines. Was 
there not a point outstanding on that — page 343? 

Mr. Clauson: Mr. Quirey tells me he does not 
think there is anything outstanding on that. 

President : It was not challenged by the Traders, 
was it? 

Mr. Clauson : I do not think so. There was no 
question on that. But there is one little point I 
want to mention. 

President: Wait a minute; your small point will 
come in time. 

Mr. Clauson: If you please, Sir. 

President : Would you just follow Mr. Macmillan’s 
statement on page 364: “Perhaps I might in a 
word give a resume of the position which has resulted 
from these proceedings. We have the Minister’s 
tables, M.T. 1, M.T. 2, M.T. 3, and M.T. 4, under 
which he has informed us of the sums upon which 
interest was paid during the war period by way of 
compensation to the railway companies owing to the 
Government taking over control. On those tables, 
which we have adopted in our amended books before 
you, certain matters have to-day been discussed ; 
and I think we are left in this position, that, as 
regards the Forth Bridge Railway Company, to 



which the Minister drew attention, there is now 
nothing between us at all. Mr. Wrottesley de.sires, 
that that figure should come in out of the North 
British figure in M.T. 1, and we do not resist that,. 
So that that matter may be taken as out of the yyay, 

“The next matter to which I referred was. this : 
question of the rent charges” — we have dealt with, 
have we. not ? 

Mr. Clauson : Yes. 

President : Then Mr. Macmillan goes on in the 
next paragraph : “ I alluded also to the question of; 
the treatment of the ‘ J ’ Joint Lines. We have 
had no observations from my friend on this point, 
so we may take it that that is the agreed method 
of treatment as we have treated them here.” Is 
that so? 

Mr. Clauson : So I gather. 

President : I think that is so, too. Then the 

Fishguard and Rosslare we have dealt . with. 

Mr. Clauson : My little point is on Rosslare. 

President : Then there was a question in the 

second column of page 365. Mr. Macmillan says, 
“ I think the only other thing is a matter to which 
my friend did not refer — possibly it was an oversight 
— in his address just now. I did tell him we are 
taking the capital expenditure on which the interest 
was allowed irrespective of the fact that some of the 
works came into use in 1913 before the critical date 
in August, and some after. That is done advisedly 
and in precise conformity with the Statute, and has 
been known to the Minister and to all the parties 
all along. It is in exact conformity with the Statute, 
I really need not have mentioned it, but I thought it 
was as well to reassure you how the whole thing stood. 
Upon the whole case I think you have now. the mate- 
rial, if I may say so, on which to complete this conn 
partment of the case.” 

Then we approve that method of dealing with it. 

Mr. Clauson : If you please, Sir. 

President : Now your little point. 

Mr. Clauson : Fishguard and Rosslare you have 

allowed us under (a), but in regard to £28,000 of 
that figure, as the Minister of Transport has pointed 
out, there is a duplication. It appears in (b) ; so we 
knock it out of (b) as we have got it in (a). I men-, 
tion that in order to get it recorded and be. put 
straight. 

President : Mr. Hurcomb was quite on the alert 
for that. Have you any statement, Mr. Hurcomb, 
which you would like to make with reference to what 
we have been doing? 

Mr. Hurcomb : No; I think there is nothing I 
have to add. 

President: Or on the Economy allowance, or any- 
thing of that sort? 

Mr. Hurcomb : No. The Minister has drawn atten- 
tion to certain points on the Economy allowance, 
including the one which has been argued as to 
whether it is part of Standard Revenue or not; and 
1 have nothing to add to that. It turns on a- legal 
construction of the section, and the Minister leaves 
all matters of that kind to the determination of the 
Tribunal, without seeking to argue it himself the 
one way or the other. 

Mr. Merriman : As you are covering the small 
points, may I remind you that there is another 
which is indicated on page 356, on the 15th of 
March, by Mr. Wrottesley when he was here alone? 
The point is shortly this — I understand it was 
seriously contested by the railway companies. It was 
a point dealing with the (a) claim at the time when 
the railways were under control. If any part of the 
capital expenditure was reflected in the 1913 revenue 
the Government did not allow the full rate of interest 
on the ground 

President : That is the point we have just dealt 
with. Wo have allowed that to treat it as they have 
treated it. 

Mr. Merriman : If you please, Sir. 

Mr. Stafford Cripps : I wish to be allowed to 
mention one other little point. You will remember 
that I have been somewhat pertinacious with regard 
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to a- sum of £2,000,000 in connection with steam- 
boats. I understand that the railway companies are 
prepared to reward my pertinacity to some extent, 
but I am not quite certain what form the reward will 
take. Mr. Quirey has been into all the figures with 
regard to those items, and he thinks that in some 
form or other some allowances should be made. I do 
not know when that point can be dealt with. 

President : They will be clearing up the whole of 
the figures and presenting them to us as a result of 
these little matters we have just been deciding. 

I am no wishing to hurry you, Mr. Merriman, but I 
should be very grateful if you would intimate as 
soon as possible about that cross-examination, because 
then they can get on with those adjustments. 

Mr. Merriman : I have definitely undertaken that 
the decision shall be given to-day. 

President : Thank you very much. 

Mr. Merriman : I am sorry about that point just 
now. I was being instructed about it at the moment, 
and I did not hear the point being dealt with. 

Mr. Clauson : As the matter stands now, it had 
been suggested, I think, or provisionally arranged, 
that there should be another sitting of the Tribunal 
on June 15, and the idea was then to take up the 
working expenses — the Expenditure — matter. I am 
told the position is this. Perhaps my friend Mr. 
Merriman will listen and tell me whether he agrees 
with it. All the parties have been devoting them- 
selves to these matters on which we have been able, 
fortunately, to save a great deal of the time of the 
Tribunal by coming to the arrangement to which we 
have come, and with which we have been dealing 
yesterday and to-day. I am told that, as far as we 
are concerned — and, I believe, Mr. Merriman’s 
clients are in the same position — we really are not in 

(The Tribunal 

President : I have consulted my colleagues, and I 
think we ought to intimate to you at the earliest 
possible moment that we approve of the agreement 
with regard to the Economy allowances, including 
the point that it will necessarily go on to the 
Standard Revenue. It is contemplated that it will, 
and that is our interpretation of the Act. 

Mr. Stafford Cripps : Will you give a formal 

decision on that point, Sir, as it may be necessary to 
take the point further? 

President : Yes. Perhaps you would like a written 
decision. 

Mr. Stafford Cripps: Yes, I should like one; but 
I do not want to ask you to do that. But an order 
will have to be drawn up. 

President : We will give it on June 9; will that be 
time enough for you? 

Mr. Stafford Cripps : Yes, Sir. 

Mr. Clanison : We will proceed on the footing that 
that is the decision. 

President: Yes; and we will put it into writing 
for Mr. Cripps or anyone else. I should like to say 
that we welcome appeals in order to get our law right. 
Do not let anyone think we should feel at all hurt by 
appeals being made. 



a position to come on as soon as June 15 with the 
Expenditure matter. We shall be ready not very 
long afterwards, because we have so much settled 
that- we can get these figures into trim; but perhaps 
the Tribunal could give us a little longer than that. 
We should like, of course, to settle (6) and (c) and 
get rid of them definitely, giving the evidence we have 
to give, as soon as we have allocated the £2,000,000, 
if we can do that on June 15. 

President: I think you could do that on June 8 
or 9, could you not? 

Mr. Clauson : Yes ; if you suggest the 9th 1 think 
we could do it then. That would be the first day of 
the next sittings. 

President: Yes. Both parties appear to desire to 
get on, and we want to assist them. 

Mr. Jepson: When shall we have that amended 
Reconciliation Statement which was promised yester- 
day? I think all the materials are now ready. 

Mr. Clauson: We shall have all that ready to 

bring before the Tribunal on the 9th; and then we 
will put in the evidence we are going to put in. 
Assuming our evidence is satisfactory, that will 
complete (a), (6) and (c) on June 9. 

What I suggest is that the Tribunal should then 
allow us to discuss and settle a day on which we can 
go on with Expenditure. We are getting on as fast 
as ever we can, and I think by that time we shall be 
in a position to say how soon. I understand that 
there is a meeting arranged for to-morrow to discuss 
it. If the Tribunal would not mind leaving it in 
that way, that we will clear up all this part of the 
case on the 9th, and then take the view of the 
Tribunal as to how soon — as we find matters are then 
— we can go on with the Expenditure. 

conferred.) 

Now, is there anything else we can do to help you? 

Mr. Clauson: I do not think there is, Sir. The 
next sitting will Ibe on June 9; we shall then have 
the Reconciliation Statement, and give you the 
evidence we propose to give. Then the Tribunal will 
settle when we shall go on with Expenditure? 

President : Yes. 

Mr. Jepson: There may be some little amendments 
to be made in the claims under (a) and (b), having 
regard to the decisions; and there is the question of 
the inclusion of the Joint Lines. I think they were 
shown in full in the Appendix to the claim. That 
Appendix has to be amended to show the amount of 
the Joint Lines allocated or properly attributable to 
the respective four Groups. 

Mr. Clauson : As I understand it, we shall bring 
before you figures on June 9 that will be the final 
thing; which, subject to our evidence being accepted, 
will be the actual final figures that will be settled as 
far as this part of the ease is concerned — subject, of 
course, to this necesary qualification, that the date of 
fixation . is later, and that may ' affect some of the 
figures ultimately. 

Mr. Jepson: Yes. 

Mr. Clauson: But, subject to that, I hope we shall 
have the definite thing. 



(Adjourned till Tuesday, June 9th). 
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